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SUBJECT: DECREE 103: THE 51 PERCENT HONDURAN OWNERSHIP RULE 

1. THE EMBASSY UNDERSTANDS THAT SOME CONCERN HAS BEEN 
EXPRESSED CONCERNING THE 51 PERCENT HONDURAN OWNERSHIP RULE 
OF DECREE 103. THE RULE HAS PARTICULAR IMPORTANCE WHEN 
VIEWED IN THE CONTEXT OF THE GONZALEZ AMENDMENT. THE 
GENERAL MANAGER OF COHDEFOR, THE HONDURAN STATE 
FORESTRY COMPANY, HAS STATED TO ECOM OFFICERS AND TO AT 
LEAST ONE COMPANY THE INTENT OF THE HONDURAN GOVERNMENT 
NOT TO ENDORCE ANY SANCTIONS AGAINST U.S. COMPANIES 

WHICH HAVE MADE AN EFFORT TO DEVEST THEMSELVES OF 51 
PERCENT OF THEIR CORPORATE OWNERSHIP TO HONDURAN CITIZENS 
SHOULD SUCH TRANSFER NOT HAVE OCCURRED BY DEC. 31, 1974. 

2. IT HAS BEEN ALLEGED THAT THE 5 1 PERCENT RULE WAS 
DESIGNED TO FORCE FOREIGN INVESTORS TO DIVEST THEMSELVES 
AT A LOSS OF MAJORITY OWNERSHIP OF CORPORATE INVESTMENT IN 
HONDURAS IN THE FORESTRY AND LUMBER BUSINESS. BY STATING 
THAT THE GOVERNMENT WILL TAKE NO ACTION AGAINST COMPANIES 
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WHICH HAVE NOT DIVESTED THEMSELVES OF 51 PERCENT AS PROVIDED 
FOR IN DECREE 103, REYES HAS SIGNIFICANTLY REDUCED THE 
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CONTENTION. 

3. WHILE THE ABOVE HAS PREVIOUSLY BEEN REPORTED BY THE 
EMBASSY IT WAS AGAIN CONFIRMED BY ECOM OFFICERS FEB. 25 
IN CONVERSATION WITH REYES. THE SPECIFIC CONTEXT OF 

THE GONZALEZ AMENDMENT WAS BACKGROUND FOR THE QUESTION 
TO REYES. REYES RESPONDED THAT THIS INTENTION OF THE 
GOVERNMENT HAD BEEN MADE IN WRITING TO SICRE (VIKING OIL 
COMPANY) AND ORALLY TO SOME OTHERS. 

4. COMMENT: WHILE THE ABOVE MAY BE FIRMLY ACCEPTED AS 
A CURRENT "RULE OF THE GAME" IT MAY BE THAT THE LEGAL 
ADVISERS OFFICE OF THE DEPARTMENT WOULD WISH TO EXAMINE 
DIRECTLY WITH THE APPROPRIATE HONDURAN OFFICIALS THE 
DEVELOPMENTS FOLLOWING FROM DECREE 103. THE EMBASSY IS 
INCLINED TO BELIEVE THAT SUCH A VISIT WOULD BE QUITE USEFUL 
PERHAPS IN THE TIME FRAME OF MAY OR JUNE WHEN A DEFINITE 
PATTERS OF GOVERNMENT RELATIONSHIP TO FOREIGN COMPANIES 
HAS BEEN PUT INTO EFFECT BY COHDEFOR. 

SANCHEZ 
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